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Learning Objectives

In this session you will become familiar with EPA ENERGY 

STAR®’s Cash Flow Opportunity Calculator in addition to:

• Basic accounting considerations when structuring 

financing

• How most financial institutions segment the market

• Financing Agreements vs. Collection Vehicles

• Common Energy Savings Performance Contracts

• Commercial and Tax-Exempt Financing Options

• ENERGY STAR financing tools and resources

• A Word about:
– PACE, OBR/OBF, Green Banks

• Finding money for your project
Today’s Presenter:

Neil Zobler



What is ENERGY STAR?
• A government-backed, voluntary program that 

helps businesses and individuals protect the 
environment through superior energy 
performance by providing energy-efficient 
solutions for homes, businesses, and 
institutions

• The national symbol for environmental 
protection through energy efficiency, recognized 
by more than 85% of all U.S. households
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Savings Opportunities in Buildings
• Commercial buildings and industrial facilities 

generate about 50 percent of U.S. carbon 
dioxide emissions

• 30 percent of energy consumed in 
commercial and industrial buildings is wasted

• Reductions of 10 percent in energy use can 
be possible with little or no cost

– Reductions up to 40 percent in energy use is 
possible if deep improvements are made
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•Align with a trusted brand to communicate your energy 

management accomplishments

•ENERGY STAR partners gain access to a rich variety of 

promotional materials and the ability to co-brand with ENERGY 

STAR

•Partners commit to:

–Measure/track/benchmark building

energy use

–Implement a plan to improve

energy performance

–Educate and communicate others about energy efficiency

•More information at http://www.energystar.gov/buildings/about-

us/become-energy-star-partner/online-partnership-agreement
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ENERGY STAR Partnership

http://www.energystar.gov/buildings/about-us/become-energy-star-partner/online-partnership-agreement


A Distinction

• Financing Agreements

– Loans

– Leases

• Taxable

• Tax-Exempt

– Bonds

– Energy Service 

Performance Contracts

– Etc.

• Collection Vehicles

– Direct Billing

• On-Bill Financing 

(OBF)

– On-Bill Recovery 

(OBR)

– PACE
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Accounting 101

Capital Budget (Debt)

• Payments beyond 12 
months

– What is the approval 
process? 

– Ceiling on capital 
expenses?

– Impact on credit rating
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Accounting 101

Capital Budget (Debt)

• Payments beyond 12 
months

– What is the approval 
process? 

– Ceiling on capital 
expenses?

– Impact on credit rating

Operating Budget (Expense)

• Payments within Operating 
Period (12 months)

– Already in utility payments

– Easier approval process

– Energy efficiency projects 
may provide access to 
captive funds for other 
needs
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Public, private, and non-profit sector organizations face different challenges 



Lender’s View of Market Sectors

• Residential (Consumer)

• Commercial and Industrial (Taxable)

• Municipal (Tax Exempt)

– MUSH

• Federal

– Termination for Convenience
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Energy Savings 

Performance 
Contracts
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Implies working with an ENERGY SERVICES COMPANY (ESCO)



What is an Energy Savings 

Performance Contract (ESPC)?
A service providing customers with a comprehensive set of 

energy efficiency, renewable energy and distributed 

generation measures often accompanied with guarantees 

that the savings produced by a project will be sufficient 

to finance the full cost of the project. A typical ESPC 

project is delivered by an Energy Service Company (ESCO) 

and consists of the following elements: 

• Turnkey Service

• Comprehensive Measures

• Project Financing

• Project Savings Guarantee
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Components of an Energy 

Savings Performance Contract

Related but Independent Documents

• Project Development Agreement

• Energy Services Agreement

• Finance Agreement
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Components of an Energy 

Savings Performance Contract

Related but Independent Documents

• Project Development Agreement

• Energy Services Agreement

• Finance Agreement
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finance 
agreement

finance 
agreement

Two Common ESPCs



finance 
agreement

finance 
agreement

Less Common More Common

Two Common ESPCs



Other ESPC structures 

• Managed Energy Savings Agreement (MESA)
– Developer pays the building owner’s on-going utility bill 

directly, pays for upgrades, and charges the building owner a 

fixed monthly fee.

• Efficiency-Services Agreement (ESA)
– Equipment owned by the energy-efficiency company and not 

the host. Host continues to pay the utility bills and pays the 

energy-efficiency company a portion of the realized savings. 
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Does your organization need an ESCO?

• Need help identifying potential projects?

• Need help implementing projects?

• Lack available and/or experienced staff to maintain the 
equipment?

• Need performance guarantees to obtain approval?

• Need help identifying and implementing Monitoring & 
Verification protocols?

• Have ready access to the funds needed to implement 
the project?



Financial Products: 

Loans
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Loan Primer
• Common Features

– Interest Rates Vary

• Term

• Type

– Secured or unsecured

• Size

• Risk

– Bank Loans Often:

• Require Compensating Balances

• Have Restrictive Covenants

– i.e., maintain performance ratios, limit asset sales, etc.
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Financial Products: 

Commercial Leases
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Why do Customers Lease?

• Effective Tax Strategy
– Avoid Depreciation 

• Section 179 Deduction reduced in 2015 to from $500k to $25k

• Effective financing strategy
– May avoid debt coverage ratio issues

– Off balance sheet treatment currently under review (FASB)

– Allow third party to monetize tax credits and/or depreciation

• Facilitates creative “structuring”
– Skip Payments

– Step Payments

– Arrears or Advance Payment

• Flexible!
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Topic 842 - FASB’s Dual Approach to Leasing

• TYPE A lease (old “Capital Lease”)

– Longer than 12 months

– Installment purchase by the lessee

– List payment in two categories: 

• Right-of-use (ROU) 

• Interest

• TYPE B lease (old “Operating Lease”)

– Recognize a single total lease expense

GASB (governments) reconsidering classification
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http://www.fasb.org/jsp/FASB/FASBContent_C/ProjectUpdatePage&cid=900000011123#decisions



Financial Products: 

Tax Exempt Financing
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Taxable vs. Tax Exempt

• Tax exempt = lower interest

– No Federal Income tax on interest earned 

• Public Sector can issue tax exempt (IRS)

– Eminent Domain

– Taxing Powers

– Police Powers

• Private Sector & Large Non-profits must go 

through Conduit Agency to issue tax exempt

• Public sector does not pay taxes

– Can’t use tax incentives or strategies
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Tax Exempt Financing Examples

• Short Term (less than 12 months)

• Not usually relevant when dealing with EE projects

• Long Term (greater than 12 months)

• Bonds 

- Revenue Bonds

- General Obligation Bonds

- Many hybrids

• Tax Exempt Lease Purchase Agreements

- Certificates of Participation (COPS)

- Master Leases
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Benefits of Tax-Exempt 

Lease-Purchase Agreements

• Title to the Equipment Rests with Lessee

• Access to Low Cost, Tax-Exempt Funds

• Payments may be Subject to Annual 

Appropriation of Funds by Lessee 

• Accommodates Construction Financing

• Payments in arrears

• True Interest Cost (TIC) often less than bonds

• Faster closing 

• Master Lease accommodates a variety of assets
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Mixed Financing
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Think about combining:

– Grants

– Low Interest Loans

– Lease Financing

– Capital Contributions

– Etc.

It’s OK!

Photo credit: play.google.com



“We are paying for 

energy efficiency 

projects

whether or not

we do the projects!”
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Financial Value Tools

• Building Upgrade Value 
Calculator – Commercial Real 
Estate
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Financial Value Tools

• Building Upgrade Value 
Calculator – Commercial Real 
Estate

• Cash Flow Opportunity 

Calculator – All Sectors
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Quantifying the

COST OF DELAY
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What Does it Do?

1. How much new energy efficiency equipment can be 
purchased from the anticipated savings?

2. Should this equipment purchase be financed now or is 
it better to wait and use cash from a future budget? 
(avoid paying interest)

3. Is money being lost by waiting for a lower interest rate?

Addresses three critical questions about 

installing energy efficiency projects:
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Energy Efficiency: 

A Cash Flow Opportunity
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Energy Efficiency: 

A Cash Flow Opportunity

Don’t forget to enable 
the Macros
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“Data Entry” Tab
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“Data Entry” Tab

Click Here
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“Data Entry” Tab
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“Data Entry” Tab

This tab “translates” project savings (i.e., kWh, therms, etc.) into 

dollars saved
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“Investment Values” Tab
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“Investment Values” Tab
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“Investment Values” Tab
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“Investment Values” Tab
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“Cash Flow” Tab
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“Cash Flow” Tab
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“Cash Flow” Tab
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“Cash Flow” Tab



“Cash Flow” Tab
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“Interest Rate” Tab
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“Interest Rate” Tab
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“Interest Rate” Tab
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www.energystar.gov

Cash Flow Opportunity Calculator



Cash Flow Opportunity Calculator

Download at: http://www.energystar.gov/buildings/tools-and-resources/financial-resources
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http://www.energystar.gov/buildings/tools-and-resources/financial-resources


Cash Flow Opportunity Calculator



http://www.energystar.gov/sites/default/files/buildings/tools/cfo_calculator.xls

Cash Flow Opportunity Calculator



A word about:
• Property Assessed Clean Energy

• On-Bill Recovery/On-Bill Finance

• Green Banks
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A Word About PACE

• Property Assessed Clean Energy (PACE) 
– Innovative way to finance energy efficiency and renewable 

energy upgrades to buildings

• Can overcome “split incentives” hurdle

– Interested property owners can receive 100% financing

– Repaid as a property tax assessment (up to 20 years) 

• Must pay property tax to use (excludes public sector and large 

non-profits)

• Technically not a “loan”

– 31 states and the District of Columbia adopted legislation

57Information from http://pacenation.us



How Does PACE Work?
• A municipal government establishes a type of land or real 

property secured benefit district

• Property owners voluntarily choose to participate

• Contractor assesses the scope of EE improvements

• The municipality provides financing typically by selling 

bonds secured by payments made from participating 

property owners

• Participating property owners agree to accept a property 

tax assessment or charge for up to 20 years

58Information from http://pacenation.us



Is PACE Available in your State?
• Commercial and Residential Programs

Information from http://pacenation.us 59



A Word About OBF and OBR

• On Bill Financing
– Billing services provided by utility

– Funds provided by utility

• On Bill Recovery
– Billing services provided by utility

– Funds provided by a third party

• Specifics vary by state & utility
– Term, bill to meter or owner, etc.
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A Word About GREEN BANKS

• A green bank is a financial organization 

that uses strategic public-private 

partnerships to overcome market barriers

and increase the amount of private capital 

available to finance clean energy projects.
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• Increase investment in clean energy 

projects in a given geographic area 

by engaging the private sector

– Identify underserved clean 

energy lending markets 

– Partner with private sector 

lenders to fill the gap while the 

private sector works to develop 

capacity

– Transition financing to private 

sector as capacity develops 

• Common Barriers to 
Financing 

– Transactional Issues (Size, 
Complexity, Standardization)

– Misperception of Risk (New 
Markets, New Technologies, 
Lack of Performance History)

– Structural Issues (Split 
Incentives, Timeframe 
Mismatches)

– Expensive Capital (Low 
Volumes, No Secondary 
Markets)

Goal of a GREEN BANK



State Campaigns

Source: http://www.coalitionforgreencapital.com

http://www.coalitionforgreencapital.com/


Finding Money 

For Your Project
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Where to start?

• State Energy Office

–NASEO.org

• National Association of State Energy Officials

• DSIREUSA.org

– Database of State Incentives for Renewables & 

Efficiency



Finding Money for your Project

• Different Funders offer different types of 
financing
– Tax Exempt (public sector)

– Taxable (private sector)

• Funder Demographics

– Large-Ticket (Over $5 Million)

– Middle-Ticket ($250,000 - $5 Million)

– Small-Ticket ($25,000 - $249,999)

– Micro-Ticket (Less Than $25,000)



Finding Money for your Project
• State Specific Programs

• Money Center Banks

• Regional Banks

• Community and Local Banks

– including S&Ls and Credit Unions

• Independent Commercial Equipment Leasing and Finance 
Companies

• Bank Owned Leasing Companies

• Captive Financing Companies

• Specialty EE Finance Companies

• Other Non-Traditional Lenders
– Local or Regional Community Development Corporations

– Economic Development Corporations

– Non-Profit Revolving Loan Funds



Questions?

Katy Hatcher, US EPA

National Manager, Public Sector

hatcher.caterina@epa.gov

(202) 343-9676

Consultants to EPA

Neil Zobler, President

Catalyst Financial Group, Inc.

nzobler@catalyst-financial.com

203-790-4177

Kudret Utebay, LEED AP

The Cadmus Group, Inc.

kudret.utebay@cadmusgroup.com

(703) 247-6138

Email: buildings@energystar.gov

Visit: www.energystar.gov
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